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Mexico's Financial Arrangements 


The Government of Mexico entered into a six-month 
stand-by arrangement with the International Monetary 
Fund on March 5; this arrangement authorizes drawings 
of up to $90 million, the equivalent of 100 per cent 
of Mexico’s present Fund quota. On the same day, 
the Export-Import Bank of Washington announced a 
$100 million credit to Mexico to facilitate the mainte- 
nance of the present level of imports of capital goods 
from the United States for the private sector of the 
Mexican economy. The Export-Import Bank credit, 
which is guaranteed by the Mexican Government, was 
granted to Nacional Financiera (a Mexican Govern- 
ment agency ); it carries an interest rate of 5/2 per cent 
and is repayable over a seven-year period, including 
a three-year grace period. 

According to a statement of the Mexican Secretary 
of the Treasury, Licenciado Antonio Ortiz Mena, these 
resources, plus $75 million available as a stabilization 
credit from the U.S. Treasury, will increase the inter- 
national financial resources at the disposal of the 
Mexican authorities to $625 million, and thus will 
contribute to increased confidence in the Mexican peso. 

An economic deterioration occurred in Mexico dur- 
ing 1957-58, which was due to a severe drought that 
affected agricultural production unfavorably, a drop in 
foreign demand for such basic export commodities as 
nonferrous metals, coffee, and cotton, and increased 
deficits of various autonomous government entities. 
This deterioration was reflected in a decrease of inter- 
national reserves. 

In a press conference on March 5, the Secretary of 


Recent Shifts in International Payments Positions 

The reserve positions of Western European coun- 
tries improved greatly in 1958 as these countries gained 
gold and dollars from the United States. Many primary 
producing countries, on the other hand, experienced 
payments problems as a result of continued weakness 
in commodity prices and the persistence of internal 
inflationary pressures. The gold and dollar holdings 
of primary producing countries as a whole declined 
during the year, and primary producing countries in 
the sterling area also drew on their sterling balances. 
In many cases, however, payments difficulties were 
temporarily alleviated by large-scale foreign credits. 


the Treasury of Mexico, announcing these credits, indi- 
cated that the monetary authorities have reiterated “an 
irrevocable decision to maintain, with absolute firm- 
ness, the stability and free convertibility of the Mexican 
peso, and to continue to adopt all the necessary meas- 
ures to reach and maintain budgetary equilibrium, 
through an improvement in the revenue collected by 
the Federal Government, and to adjust ordinary rev- 
enues and expenditures in all the enterprises of the 
public sector.” The measures taken by the Government 
include adjustment of the prices of petroleum products 
charged by PEMEX (the Government Petroleum Cor- 
poration) and a reduction of the deficits of the National 
Railroads, the Federal Electricity Commission, and 
other public agencies. Their purpose is to ensure a 
substantial reduction of the fiscal deficit of the public 
sector. 

The Secretary of the Treasury also announced 
important credit measures establishing a 100 per cent 
marginal reserve requirement for all new dollar deposits 
received by the financieras (private finance companies ) 
beginning March 6. A marginal reserve requirement 
of 100 per cent against increases in liabilities expressed 
in foreign currency for all deposits received by private 
banks had been established previously. 

Sources: International Monetary Fund, Press Release, 
March 5, 1959, and The Export-Import Bank 
of Washington, Press Release, March 5, 1959, 
Washington, D.C.; Nacional Financiera, S.A., 
El Mercado de Valores, Mexico, D.F., 
March 9, 1959. 





The gold and dollar holdings of countries other than 
the United States rose by $4.1 billion in 1958, to 
$36.8 billion—more than double the postwar low of 
June 1948. About $3.1 billion of the increase was 
accounted for by gold, of which $2.3 billion was pur- 
chased from the United States. Western European 
countries acquired most of the increase, reflecting a 
lessening of inflationary pressures and a marked 
improvement in their terms of trade. Holdings of the 
United Kingdom rose by $837 million, and increases 
in holdings of Belgium, Germany, Italy, and the Neth- 
erlands ranged from $300 million to $450 million. 
Following reductions in the first half of 1958, the hold- 
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ings of France rose considerably in the second half of 
the year and in early 1959. Canada and Japan gained 
substantial gold and dollar reserves, as a result largely 
of reduced trade deficits. 

Most of the gain in reserves resulted from trans- 
actions with the United States. Despite the recession, 
U.S. imports were only about 2 per cent less than in 
1957, while exports declined by about 16 per cent. 
The decline in exports reflected a number of factors, 
including a reaction to the abnormally large volume in 
1957 in response to the closing of the Suez Canal and 
poor harvests in Europe and elsewhere. Even more 
important was the slackening in business activity in 
Western Europe, Canada, and Japan. Another reason 
for the decline in U.S. exports appears to have been 
the increased competitiveness of European and Japa- 
nese producers. While prices of manufactured prod- 
ucts in the United States have been rising faster than 
those. in competing countries for several years, the 
differential has not had a deterrent effect upon U.S. 
exports until recently. By 1958, however, other aspects 
of foreign competitiveness became more manifest, such 
as greater export availabilities, shorter delivery periods, 
more attractive credit terms, improved quality or design 
of products, and better servicing facilities. 

The pattern of gold and dollar reserves was signifi- 
cantly affected in 1958 by transfers between countries 
other than the United States. Industrial countries 
gained substantial reserves through transactions with 
other areas as well as with the United States. Thus, 
European imports declined as a result both of increas- 
ingly favorable terms of trade and of the reduction in 
demand accompanying declines in economic activity. 
The positions of primary producing countries were 
aggravated by the decline in activity in the United 
States and by U.S.S.R. sales on world markets. The 
present payments problems of primary producing coun- 
tries are not due solely to lower export receipts. Ambi- 
tious development programs have been accompanied 
by financial and monetary policies that have resulted 
in inflationary excesses, which have tended to increase 
the demand for imports. 

Source: Federal Reserve Bank of New York, Monthly 
Review, New York, N.Y., March 1959. 


Commodity Prices in 1958 

The index of prices of primary commodities in inter- 
national trade in the first three quarters of 1958 was 
at much the same level as in 1950, before the outbreak 
of hostilities in Korea. The index of prices of manu- 
factured goods in international trade in these three 
quarters was about one fourth above the 1950 index. 
This contrast provides a rough measure of the over-all 
deterioration in the terms of trade of the underdevel- 
oped countries, which has meant a notional loss in 


their import capacity equivalent to about one sixth of 
their gold and foreign exchange holdings or to about 
six years’ IBRD lending to them at the 1956-57 rates. 
Since the beginning of 1957 there has been an 
increasing divergence between the price trends of 
primary commodities and of manufactured goods. 
Even when the Suez events were exercising their maxi- 
mum effect on commodity prices, the terms of exchange 
between primary commodities and manufactures were 
more than one tenth below the 1950 figure; by mid- 
1958 this ratio had declined by a further one eighth. 
This deterioration seemed to have come to an end, at 
least temporarily, in mid-1958. The index of prices 
of manufactured goods in the third quarter of 1958 was 
about the same as a year earlier, while the index of 
primary commodity prices moved slightly upward. 
Individual price trends have been extremely diverse, 
however. In relation to the 1953 average, the over-all 
index of commodity prices in international trade was 
about 4-5 per cent lower in the first three quarters of 
1958. Contrasting movements are illustrated by meat 
prices, which were about 7 per cent higher, and butter 
and cereal prices, which were lower by 36 per cent 
and 19 per cent, respectively. Wool prices were 30 
per cent lower, jute almost 30 per cent higher, rubber 
10 per cent higher, and nonferrous metals 13 per cent 
lower. Some of these differences reflect differences in 
short-run supply conditions. The feasibility of control 
over the amount marketed varies widely with the nature 
of the commodity, the manner of its production, and 
the financial and organizational strength of its principal 
producers. Such differences account in part for the 
contrast between synthetic and natural rubber, and 
between aluminum and tin on the one hand and lead 
and zinc on the other. In the 1958 period, the rice 
market was firmer than the other cereal markets; cocoa 
prices rose to near record heights, while coffee prices 
slumped; the market for robusta coffee was less weak 
than that for the Latin American types; the strength 
of the meat market lay in beef, while lamb prices tended 
to fall. Coconut oil, palm kernel oil, and linseed oil 
were significantly stronger than the rest of the vegetable 
oils, and there were considerable differences between 
the price movements of medium-staple and extra-long- 
staple cotton, of sisal and abaca, and of temperate and 
tropical hardwoods. Copper prices did not move paral- 
lel to those of any other base metal, and there were 
appreciable disparities between the prices of lead and 
zinc in North America and in Western Europe. 
Declining rates of commercial absorption and lower 
market prices played a significant role in inducing a 
reduction in output of many commodities in 1957-58. 
Production was lower for all the major cereals, all the 
major fibers (except sisal), and all the major nonferrous 
metals (except lead). There were reductions for the 
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second year in succession in the output of tobacco, 
cottonseed, sesame seed, and coconut oil; output of 
cocoa, sunflower seed, linseed, roundwood, and steel 
also was less than in 1956-57. The decline in produc- 
tion was instrumental in reversing the movement of 
prices for rice, cocoa, abaca, linseed oil, copra, and 
coconut oil, but increased supplies accentuated market 
weaknesses for sugar, coffee, sisal, groundnuts, olive 
oil, palm oil, and lead, and, to a less extent, rubber, 
woodpulp, and newsprint. 

Source: United Nations, Commodity Survey, 

New York, N.Y., 1959. 


1958, 


Europe 
United Kingdom Reserves 

The gold and convertible currency reserves of the 
United Kingdom rose in February by £16 million and 
amounted to £1,127 million on February 28. No bilat- 
eral payments were made to creditors of the European 
Payments Union (EPU) during the month; these pay- 
ments, formerly about $1 million a month, are being 
held in abeyance pending bilateral settlement of the 
EPU credits and debits. 

The increase of £16 million was officially described 
as quite satisfactory and was generally well received in 
the foreign exchange and stock markets. Although the 
increase is the smallest for any February for four years, 
it is pointed out that reserves in any one month may be 
subject to accidental fluctuations. The reserves have 
now risen in every month since September 1957, except 
in December 1958 when they were affected by large 
debt payments and by strains associated with the merg- 
ing of transferable and American account sterling at 
the end of that month. 


Source: The Times, London, England, March 4, 1959. 


Sterling Bearer Securities 

Sterling bearer securities brought into the United 
Kingdom by nonresidents no longer have to be reg- 
istered. This relaxation removes an anomaly which 
has existed at least since 1955, when nonresidents were 
permitted again to export sterling bearer securities. 
Nonresidents have always been allowed to buy these 
securities in Britain and to retain them in bearer form, 
even though, since 1947, these documents if imported 
have had to be converted into registered securities in 
all cases where registration facilities have been avail- 
able. 

Although a simple explanation of this measure is 
that it was long overdue, it was naturally being asked 
in the City on March 4 why bearer securities should 
be looked on with more favor by the authorities at this 
precise moment. The Times suggests three explana- 
tions. In the first place, it would be a reasonable move 
preparatory to making sterling convertible on capital 


account for nonresidents. Second, it could be aimed 
at ensuring that the United Kingdom is included in a 
unified European capital market. Finally, it could be 
linked indirectly to encouraging small savers to invest 
in stocks and shares, since the transfer of bearer docu- 
ments is not subject to the 2 per cent stamp duty. 

The issue of bearer certificates has not been allowed 
in the United Kingdom since 1939 and the amount of 
bearer stock available in Britain since then has been 
gradually diminishing, since a certain amount has been 
exported by foreign holders and any of this amount 
that has been reimported has had to be converted into 
registered form. The latest relaxation will, therefore, 
at least stop the pool of bearer stock in the United 
Kingdom from becoming any smaller. Beyond this, the 
measure should make the London market more attrac- 
tive for nonresidents, and it should make arbitrage 
dealings easier in those sterling stocks which are dealt 
in in bearer form. 


Source: The Times, London, England, March 5, 1959. 
French "Heavy" Franc and Price of Silver 


The new French “heavy” franc coinage (see this 
News Survey, Vol. XI, pp. 207-8) is expected to be 
of silver, 0.835 or 0.70 fine. The principal coins will 
be of 2, 5, and possibly 10 “heavy” francs, each franc 
being equal to 100 of the present francs. The minting 
program will absorb 20-30 million ounces of silver. 
Part of this silver has been purchased in Russia, but 
buying in London has also raised the price there from 
76% pence an ounce in early February to 79% pence 
at the beginning of March, the highest since 1957. 

A reduction of supply has also been an important 
element in the movement of silver prices. Three fifths 
of the normal output is a by-product from the refining 
of nonferrous metals, such as lead and zinc, which has 
been substantially curtailed in recent months. 

Sources: The Times, March 6, 1959, and The Econo- 
mist, March 7, 1959, London, England. 


Swiss Interest Rates 

Effective February 26, the National Bank of Swit- 
zerland reduced its basic discount rate from 2.5 per 
cent (the rate which had been in effect since May 15, 
1957) to 2 per cent per annum. The rate of interest 
on advances against collateral was also reduced from 
3.5 per cent to 3 per cent per annum, but the special 
rates on credits financing inventory accumulation were 
not changed. These special rates may, however, be 
modified by agreement between the Federal Depart- 
ment of Public Economy and the Swiss Bankers’ 
Association. 

The National Bank explained that the reduction of 
its interest rates had been made necessary by the fact 
that in recent months, and particularly since the begin- 
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ning of 1959, liquidity in the Swiss money and capital 
markets has increased substantially and market rates 
of interest have declined. The Bank stressed that the 
recent change in the official rates of interest was not 
intended as an anticyclical measure and should not be 
interpreted as a sign of cheap money policies, partic- 
ularly since, despite a certain decline in economic 
activity, employment conditions in Switzerland continue 
to be satisfactory. The belief was expressed that eco- 
nomic equilibrium and a high level of employment 
can be achieved only if excessive credit expansion is 
avoided. The Bank advised the credit institutions, 
which at present have abundant resources, to act with 
prudence and to consider carefully the economic neces- 
sity of their lending operations. It is believed that mar- 
ket conditions would have permitted a still lower bank 
rate but that this step has been reserved in the event 
of a further decline in the market or for a later 
recession. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, March 1-2, 1959. 


Abolition of Danish Dollar Incentive System 

The Danish Government has decided to abolish grad- 
ually the system of premiums paid on exports to the 
dollar area, which was introduced in 1952 and amended 
in 1957 (see this News Survey, Vol. V, p. 27, and 
Vol. IX, p. 142). By the end of 1959, the premiums, 
which presently constitute 6 per cent on the dollar 
earnings, will be reduced to 4 per cent; a further reduc- 
tion to 2 per cent will take place at the end of 1960; 
and a year later the system will be discontinued. Since 
the introduction of the scheme, Danish exports to the 
dollar area have expanded considerably; in 1958, 
exports to the United States amounted to DKr 790 
million (US$114 million) and the United States was 
the third in importance among Denmark’s customers. 
Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 

way, March 4, 1959. 


Economic Situation in Norway 

In his speech at the annual meeting of the Bank of 
Norway, the Governor of the Bank, Mr. Brofoss, said 
that in 1958—for the first time in many years—Norway 
failed to increase its national product. This failure 
cannot be attributed to inadequate productive capacity, 
but it was due mainly to insufficient internal and 
external demand for the goods and services that Nor- 
way produces. Investments last year absorbed 38 per 
cent of the national budget and reached a record level. 
The merchant fleet’s earnings declined by 20 per cent, 
from NKr 3,375 million to NKr 2,700 million, in spite 
of an increase of 12 per cent in the size of the fleet. 
Internal demand was influenced by the decline of 
NKr 1,300 million in export and freight earnings. It 


is doubtful whether the more stringent internal policy 
can be regarded as a main cause of the fall in produc- 
tion, though the net effect of the operations of the 
Government and the Bank of Norway resulted in a 
reduction of the liquidity of the banking system, and 
the halting of the credit expansion doubtless contrib- 
uted to the reduction of stocks, which had been an 
important feature of the general economic trend. 

In Norway, the scope for relaxing monetary and 
financial policy in order to increase production and 
reduce unemployment has been and is limited by the 
effects which the resultant increase, direct and indirect, 
in demand must be expected to have on the external 
payments position, the Governor continued. Last year 
the borrowings of shipowners abroad reduced the strain 
on the foreign exchange accounts by about NKr 700 
million, and the country’s foreign exchange reserves 
increased by NKr 300 million, to NKr 2,425 million; 
however, a considerable part of the reserves is ear- 
marked for payments for ships during the coming 
years. The value of ships to be delivered in 1959 and 
subsequent years from foreign yards amounts to 
NKr 7,500 million, of which about NKr 430 million 
has been paid in advance. The debt on ships already 
in use amounts to NKr 2,430 million. In addition, 
Norway will have an annual capital expenditure of 
over NKr 100 million on account of repayment of the 
consolidated EPU debt. The limited currency reserves 
and heavy future commitments must therefore be taken 
into account in assessing the possibilities for expansive 
measures designed to boost production and reduce 
unemployment. In order to avoid placing an undue 
burden on the foreign exchange reserves, the measures 
taken to stimulate activity should be directed particu- 
larly to projects that can be financed by attracting 
foreign capital, rather than to those which will increase 
demand for consumer goods. In other words, the 
Governor said, the investment policy should give prior- 
ity to measures that can form the basis for borrowing 
and afford the prospect of a rapid return on the foreign 
exchange outlay. It seems doubtful that this criterion 
is being adequately observed. 

In discussions of monetary and credit policy in Nor- 
way, the advisability of continuing to base policy on 
agreement between the representatives of the private 
banks, the Ministry of Finance, and the Bank of Norway 
has frequently been called in question. The private 
banks have pressed for an examination of the instru- 
ments of monetary policy in use in other countries 
which might be of value in Norway. The Bank of 
Norway has preferred to await the report of the Rad- 
cliffe Committee in the United Kingdom, but has 
decided not to oppose the establishment of a special 
committee in Norway whose report, to be submitted in 
the spring or summer of this year, can be used as the 
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basis for discussion of directives on monetary policy 
to be applied from 1960 onward. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, February 17, 1959. 


Note Issue in Sweden 

The Sveriges Riksbank is seeking authority for an 
increase of SKr 200 million (US$38.6 million) in the 
amount of notes it may issue. As in previous years, it 
is also asking for a renewal of the exemption from the 
formal obligation to redeem notes in gold. 

Up to June 30, 1948, the right of note issue equaled 
twice the gold reserve plus SKr 2,500 million, provided 
that the amount in excess of the gold reserve was cov- 
ered by certain assets. On July 1, 1948, the right of 
issue was defined as the gold reserve plus a secondary 
note cover, and the maximum amount was fixed at 
SKr 3,200 million. Since then, the ceiling has been 
raised every year, with the exception of 1950, and was 
fixed at SKr 6,600 million ($1,275 million) on July 1, 
1958, the beginning of the fiscal year 1958-59. The 
peak figure of the note circulation in 1958 was 
SKr 6,265 million, and if the percentage rise this year 
does not exceed that last year the present margin should 
suffice. It would not, however, allow for the reserve 
of SKr 300 million which is considered necessary for 
meeting any unforeseen demands arising from a change 
in payment and cash-holding habits. 

Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 30, 1959. 


Revision of Austrian Foreign Exchange Regulations 


Following the establishment of nonresident converti- 
bility for various European currencies, including the 
Austrian schilling (see this News Survey, Vol. XI, 
pp. 208-10), the Austrian National Bank has revised 
its foreign exchange regulations by revoking the 35 
ordinances hitherto in force and by issuing new regula- 
tions, regrouped into 11 ordinances, which became 
effective on February 17, 1959. 

Payments for imports from countries with converti- 
ble currencies—and under certain conditions from 
Greece and Turkey—no longer require exchange 
licenses, but imports of certain commodities are still 
subject to import licensing under the Foreign Trade 
Law. Import payments and export receipts are now 
permitted in any convertible currency. The liberaliza- 
tion measures for services and the scope of the tourist 
quota (amounting to the equivalent of S 7,150 per 
year for Austrian residents) have been extended to all 
countries with which payments are settled in converti- 
ble currencies, including Canada and the United States; 
and the proportion of foreign banknotes and coins 
allocated within the tourist quota has been raised from 
the equivalent of S 500 to S 1,000. Austrian foreign 


exchange dealers are now permitted to hold foreign 
exchange accounts in the dollar area and to deal in 
foreign banknotes and coins. Exchange rates for for- 
eign banknotes and coins are no longer controlled by 
the Austrian National Bank, but are arrived at freely 
at the Vienna Stock Exchange. 


Sources: Osterreichische Nationalbank, Mitteilungen, 
Vienna, Austria, February 1959; Austrian 
Information Service, Austrian Information, 
New York, N.Y., February 28, 1959. 


Middle East 
Cotton Developments in the Sudan 


Total production of cotton in the Sudan dropped 
from 702,300 bales (420 pounds lint) in 1956-57 to 
259,000 bales in 1957-58, as a result of extensive 
damage suffered by the crop. Unsold stocks increased 
from 222,700 bales at the end of 1957 to 263,500 bales 
a year later; this reflected the slow and spasmodic 
movement of sales, which fell to 218,200 bales in 1958 
from 479,600 bales in 1957 and about 750,000 bales 
in 1956. Of the carry-over at the end of 1958, 227,000 
bales were held by government boards and 36,500 bales 
by private growers. To dispose of this large carry-over 
before the new 1958-59 crop comes to market late in 
March, the Government abandoned on January 29, 
1959 the system of reserve prices in force since 1954. 
Following this measure, which amounted to a drastic 
reduction in prices, sales picked up considerably. Dur- 
ing the first three weeks of February, government boards 
sold 65,000 bales of the total unsold stocks of 217,900 
bales at the end of January. 

In the present 1958-59 crop year, 856,000 feddans 
have been turned to cotton, compared with 701,000 
feddans in the preceding year and 736,000 feddans in 
1956-57. About 40 per cent of the increase in acreage 
is due to the completion of Phase I of the Managil 
Extension of the Gezira scheme. Early reports estimate 
the crop at the record figure of 715,000 bales or more. 

Prices of Sudanese long-staple cotton in the world 
market continue to fall, and early in February they 
reached 30.39 U.S. cents per pound in Liverpool for 
Sakel grade 5 and 28.06 U.S. cents per pound for 
Lambert grade 5, compared with 48.36 cents per pound 
and 40.58 cents per pound, respectively, in Janu- 
ary 1958 and a three-year maximum of 77.26 cents 
per pound and 58.89 cents per pound, respectively, in 
March 1957. Since early February, the market has 
weakened further, following announcement of the 
increased cotton subsidy by the U.S. Government which 
will become effective August 1. 


Sources: Sudan Gezira Board, Weekly Statements, 
Khartoum, Sudan, various issues in January 
and February 1959. 
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Reorganization of Libya's Development Agencies 

The Libyan Development Council is being expanded 
to take over the responsibilities of the Libyan-American 
Reconstruction Commission and the Libyan-American 
Joint Services, which administer U.S. aid funds, and 
the Libyan Public Development and _ Stabilization 
Agency, which administers U.K. development grants, 
being terminated by mutual agreement on April 1, 
1959. Legislation to this effect is being prepared as a 
measure to avoid duplication and waste in Libya’s 
development activities. 


Source: Middle East Economic Digest, London, Eng- 
land, January 23, 1959. 


Wage Policy in Israel 

The Histadrut, Israel's General Federation of Labor, 
has decided against any general rise in wages during 
the next two years. The Executive Council has approved 
that there should be only slight increases for relief and 
citrus workers, and improved social welfare benefits for 
certain groups. The total cost of these changes is esti- 
mated at just over I£20 million. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, February 1959. 


Far East 


Indian-U.S. Barter Trade Agreement 


The Governments of India and the United States 
have signed an agreement under which the United 
States will exchange approximately 450,000 metric tons 
of government-owned surplus foodgrains, mostly wheat, 
for Indian manganese ore, ferromanganese, and other 
Strategic minerals. The export value of the U.S. agri- 
cultural commodities is estimated at approximately 
US$31.5 million. 

Source: Department of State, Press Release, Washing- 
ton, D.C., March 3, 1959. 


U.S. Investment in India 


India’s Deputy Minister of Finance stated in the 
Lower House of Parliament on February 20 that the 
total amount of U.S. private capital invested in India 
has increased considerably since 1948. On Decem- 
ber 31, 1956, the total amount invested was Rs 468 
million (US$98.3 million), compared with Rs 398 mil- 
lion ($83.6 million) on December 31, 1955, Rs 301 
million ($63.2 million) on December 31, 1953, and 
Rs 112 million ($23.5 million) on June 30, 1948. 
Comparable data for the period subsequent to 1956 are 
not available. 


Source: Information Service of India, Jndiagram, Wash- 
ington, D.C., February 24, 1959. 
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Nepal's U.S. Dollar Exchange Rate 

The State Bank of Nepal fixed rates of exchange for 
U.S. dollars in Nepal for the first time on March 3. 
The rates are 472.5 Indian rupees per $100 buying 
and 481 Indian rupees per $100 selling. The rate of 
exchange between Indian and Nepalese rupees is fixed 
at 100 Indian rupees=150 Nepalese rupees. There 
has been no announcement about controls on dollar 
transactions in Nepal. 


Source: The Times, London, England, March 4, 1959. 
Tea Production in Ceylon 


Tea production in Ceylon amounted to 413 million 
pounds in 1958, an increase of 15.5 million pounds, 
or 4 per cent, over that of the previous year. Factors 
that contributed to the increase were the application 
of fertilizer on a larger scale, opening of new tea lands, 
payment of subsidies to small tea holders, and a rebate 
of export duties. The average addition of new tea lands 
is about 3,000 acres per year. Some estates are now 
producing at the rate of 1,000-1,800 pounds per acre, 
compared with the average of 600-700 pounds in the 
past. 


Source: Ceylon News, Colombo, Ceylon, February 26, 
1959. 


Rubber Production in Cambodia 
Rubber production in Cambodia during the first nine 
months of 1958 rose to 21,400 tons, from 20,600 tons 
in the same period of 1957. The increase was due 
entirely to an improvement in yields, as both the area 
worked and the manpower utilized were less than in 
the 1957 period. A slight increase in the workable and 
in the planted areas indicates that production will be 
sustained at the 1958 level for some years, or may 
even improve slightly. 
Source: Banque Nationale du Cambodge, Bulletin 
Mensuel, Phném-Penh, Cambodia, Novem- 
ber 1958. 


United States and Canada 
U.S. Rediscount Rate 


The Board of Governors of the Federal Reserve 
System has approved an increase from 2.5 per cent to 
3 per cent in the rediscount rate of the Reserve Banks 
of New York, Chicago, Philadelphia, and Dallas, effec- 
tive March 6, and a similar increase in the rate of the 
Reserve Bank of Boston, effective March 10. No 
explanation of the increase was announced, although 
the greater yield on U.S. Treasury bills was probably 
a factor in the action. The latest increase brings the 
rate to within 4% per cent of the 3% per cent rate 
in effect during the peak of business activity in 1957. 
The rate was reduced to 1% per cent in four stages 
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between November 1957 and April 1958, and was 
raised to 2% per cent in two stages between August 
and November 1958. 


Sources: The Journal of Commerce, March 6, 1959, 
and The Wall Street Journal, March 10, 1959, 
New York, N.Y. 


U.S. Agricultural Surpluses 

U.S. Government investment in surplus farm com- 
modities reached a new high figure of $9 billion at the 
end of January; the previous record was $8.9 billion 
at the end of February 1956. The January 1959 total 
comprised $3.8 billion of crops under loan and $5.2 
billion in inventories. Since crops placed under loan 
reach seasonal highs in February and March, total 
investment has probably risen further since the Janu- 
ary report. Three fourths of the investment was 
accounted for by wheat ($3.1 billion), corn ($2.4 
billion), and cotton ($1.2 billion). Losses on price 
support operations for the seven months ended Janu- 
ary 31 amounted to $418 million, a reduction from 
the $637 million during the like period a year earlier. 
Source: The Wall Street Journal, New York, N.Y.., 

March 10, 1959. 


Canadian Interest Rates and Exchange Rate 

The yield on Canadian three-month treasury bills 
rose to 4.07 per cent on February 26 and remained 
virtually unchanged at the tender of the first week in 
March. The discount rate, tied at %4 of 1 per cent 
above the treasury bill rate, advanced correspondingly 
to 4.32 per cent at the end of February. From its 
high of 4.33 per cent in August 1957, the discount rate 
had dropped as low as 1.12 per cent at the end of 
July 1958, but since then has been moving upward 
irregularly. Chartered banks raised their prime lending 
rates to 5% per cent, effective March 9. The prime 
rate has been at 5% per cent since February 17, 1958, 
after having reached a record of 5% per cent during 
the period August-December 1957. The recent rise in 
interest rates again squeezes the interest margin between 
high-grade and low-grade credits, since maximum inter- 
est rates for bank loans allowed under the Bank Act 
are 6 per cent. As a result of bank action, Canadian 
stock exchanges also raised their rate of interest on 
margin accounts from 6% per cent to 64 per cent. 

The exchange value of the Canadian dollar, which 
had been above US$1.03 throughout January 1959, 
declined to US$1.0194 on February 13. It moved 
upward again during the second half of February, to 
US$1.0309 on March 9. While some seasonal factors 
and a temporary slackening in imports by municipali- 
ties of capital from the United States may have been 
responsible for the decline in the exchange rate, the 
recent uptrend is attributed to a flow of European 


(particularly West German and Swiss) funds into 
Canadian securities. Rumors of new Canadian munici- 
pal financing also seem to have been a buoyant 
influence. 

Sources: The Globe and Mail, Toronto, Canada, 
March 6 and 7, 1959; The Journal of Com- 
merce, New York, N.Y., February 16 and 
March 10, 1959. 


Other Countries 
Australian Money Market 


The Commonwealth Bank of Australia has an- 
nounced that four dealer companies have been 
accredited to act in the new short-term money market 
established in Australia. The Bank has agreed, subject 
to certain conditions, to set up a relationship of “lender 
of last resort” in the form of a line of credit for each 
company. This line of credit would be made available 
only against the lodgment of Commonwealth Govern- 
ment securities with maturities not exceeding three 
years. 


The dealer companies are expected to derive their 
funds mainly from banks with a temporary excess of 
liquid funds, from insurance companies with money 
awaiting more permanent investment, from companies 
with accumulated tax or dividend money not due for 
payment at the time, etc. The yield of government 
securities of up to three years’ maturity in which these 
funds will be invested ranges from about 3 per cent 
to about 4% per cent. 

Source: Australian Financial Review, Sydney, Aus- 
tralia, February 19, 1959. 


New Zealand Foreign Exchange Position 
After allowing for receipts of nearly £45 million 
from overseas loans, New Zealand had a surplus in its 
overseas exchange transactions in 1958 of just over 
£13 million. In 1957 there had been a deficit of £32.25 
million. Receipts from exports were £10.5 million less 
than in 1957, mainly because of a decline of 24 per 
cent in returns from wool. Receipts from exports of 
butter, cheese, and meat increased despite declines in 
their average prices. Exports of meat increased mainly 
as a result of sales, especially of boneless beef, in the 
United States, the increase in receipts from exports to 
the United States exceeding £20 million. Overseas 
payments were less than in 1957 by £15 million, and 
private imports fell by £28 million, to £240 million. 
Source: New Zealand Embassy, News from New Zea- 
land, Washington, D.C., February 1959. 


South African Currency Unit 
The South African Government announced on 
March 5 that in decimalizing the Union’s coinage (see 
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this News Survey, Vol. XI, p. 204) it would adopt a 
unit of 10 shillings divided into 100 cents. This was 
recommended by the decimal coinage commission that 
reported last year. The name now officially adopted 
for the new unit is “Rand,” which was suggested many 
years ago by the late N.C. Havenga when he was Min- 
ister of Finance. It has the advantage of being the same 
in Afrikaans and English. 


Source: The Times, London, England, March 6, 1959. 
Monetary and Economic Policy in Morocco 


A resolution carried by the National Consultative 
Assembly in extraordinary session on January 20-23 
approved the unpegging of the Moroccan franc from 
its previous link with the French franc (see this News 
Survey, Vol. XI, p. 212) as the best way to assure the 
economic independence of Morocco, and affirmed that 
a first result had been to spare the Moroccan consumer 
the increased cost of living witnessed in other parts of 
the franc area. The Assembly asked for the establish- 
ment of a Consultative Committee, representing the 
different professional interests, which would study the 
economic situation and the arrangements required to 
deal with any difficulties. 

The receipts from the 10 per cent tax levied on finan- 
cial transfers to other franc area countries (see this 
News Survey, Vol. XI, p. 228) are to be deposited in 
a special treasury account, and will be used to help 
domestic production and foreign trade. The Adminis- 
tration has been given authority to impose compensatory 
and antidumping taxes on certain types of import. A 
certain number of products will also be imported on a 
quota basis regardless of their country of origin. The 
privilege of importing without license goods originating 
outside the franc area but having complied with the 
import and exchange regulations of the franc area coun- 
try from which they are shipped to Morocco has been 
abolished, and only products which both originate in 
a franc area country and are shipped from that country 
can be imported into Morocco without license. 


Source: Embassy of the Kingdom of Morocco, Eco- 
nomic News from Morocco, Washington, D.C., 
March 1959. 


Ghana's Currency 

The Bank of Ghana has announced that the notes 
and coin of the West African Currency Board will 
cease to be legal tender in Ghana after June 30, 1959. 
The total amount of Ghana currency in circulation on 
December 31, 1958 was £27,568,140. Of the West 
African Currency Board issues, £3,228,297 was still in 
circulation in notes and £5,743,444 in coin. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, February 1959. 


Rhodesian Tobacco Crop 


Auction sales of the Rhodesian 1959 tobacco crop 
will open in Salisbury (Southern Rhodesia) on 
March 17. The Central African Statistical Office expects 
offerings this season of 185 million pounds from South- 
ern and North-Western Rhodesia, plus 1.5 million 
pounds from North-Eastern Rhodesia. Realization of 
these estimates would mean record offerings. 

Trade opinion in Salisbury is that the government 
estimate may prove to be overoptimistic and that the 
final weight of this year’s crop will not exceed the 
previous highest total of 171 million pounds. 


Source: The Financial 
March 2, 1959. 


Taxation of Oil Profits in Nigeria 

A bill to be introduced into the Nigerian Federal 
House of Representatives provides that, in addition to 
rents and royalties payable to Nigeria by the oil com- 
panies, profits derived from the oil industry will be 
shared equally between Nigeria and the companies. 
However, certain deductions, including expenses 
incurred outside and inside Nigeria, will be made before 
computing profits. Oil has not yet been discovered in 
Nigeria in commercial quantities, but exploration con- 
tinues, many sample wells have been sunk, and inten- 
sive prospecting continues in several parts of the 
country. 

This legislation has been welcomed by the Shell-BP 
Petroleum Development Company of Nigeria, which 
has-spent more than £40 million so far on the search 
for oil in Nigeria. The company believes it “an excel- 
lent thing that the Federal Government of Nigeria 
intends to establish the orthodox 50-50 principle, thus 
ensuring a reasonable climate in which oil exploration 
can be carried out.” 


Sources: The Times, London, England, February 25 
and 26, 1959. 
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